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Important Topic: Taxation

When evaluating any investment, it is always
critical to consider the tax ramification. The
after-tax and after-inflation return is matters.
That is the return that impacts your life.

As we know, taxation is the percentage of your
investment return that must be paid to the
government. If a bond returns 4% and your tax
rate is 53.5% then the government takes 2.14%
and you get to keep only 1.86%. Lowering your
taxes is an important component to building
wealth.

Since the rate of taxation is so important and
since it is different dependent on the form of
the return - interest, dividends, capital gains,
return of capital - understanding the type
of return you receive from an investment is
critical.

Tax Rates

« Interest (and dividends from US sources)
is taxed at the same percentage as
Employment Income. This is 53.53% for
the highest income earners in Ontario
(income over $220,000)

« Dividends from Canadian sources
(“Eligible dividends”) are taxed at roughly
3/4 of your Income rate. This is 39.34% for
the highest income earners.

« Capital Gains are taxed at half of your
Income rate. This is 26.76% for the highest
income earners.

« Return of Capital is generally not taxed
when received but lowers one’s cost basis

resulting in a larger capital gain when sold.
This is described as a deferred capital gain.

The following investments, therefore, if you
can earn $10 the after-tax result is very
different:

« If earned as Interest, the result is $4.65.

« If earned as an Eligible dividend, the result
is $6.00 (30% higher than interest)

+ If earned as Capital gains, the result is
$7.33 (58% higher than interest)

« If paid as Return of Capital (assumed
sold after 10 years), the result is $7.78
(67% higher than interest). This is the net
present value of paying capital gains tax
in the future.

Conclusion

Taxation matters. The type of income you
earn can have a significant effect on your net
worth over time and on your ability to meet
your goals.

We focus on after-tax returns and have
strategies to lower one’s tax bill.

Market Update: February 2024 -
The Rally Continues

The market has continued its rally, now in its
21st week, with February being one of the
strongest months. Markets have reached all-
time highs.

We believe therally isbased onthreeimportant
factors:

First, the expected recession has not
happened and is not expected to happen
for some time. There will always be another
recession but as shown clearly over the past
18 months, no one knows when it will occur.

TD Wealth | #



Market Update February 2024

Second, interest rates are expected to fall. Canada and the US have been waiting for the rate of
inflation to fall (it has) and stay down (unsure how long we need to qualify) before lowering rates.
In any event, the world expects rates to be cut this year which are likely to raise valuations.

Third, data on the economy has been surprisingly positive. Markets respond primarily to whether
news is better or worse than expected, and less so to whether the news is actually good or bad.

We like how our managers have positioned their portfolios and look forward to the rest of 2024.
We are positive and optimistic about the short, medium and long term, and our ability to meet our
client’s objectives.

At the end of the day that last point is all that truly matters.

Have a great month!

Sincerely,
- Meir & Adam
Index Month Year to date
Bonds FTSE Canada Universe Bond Index - CAD 0.4% 1.8%
Canadian Equity - S&P/TSX 60 Index - CAD 1.9% 2.4%
US Equity - S&P 500 - USD 5.4% 7.0%
International - MSCI EAFE Index - USD 3.0% 2.5%
Emerging Markets - MSCI Emerging Markets Index - CAD 5.4% 1.9%
Real Estate - Dow Jones® Global Real Estate Index - USD 0.1% 4.2%
S&P/TSX Preferred Share Index - CAD 0.8% 6.4%
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The information contained herein has been provided by Meir Rotenberg, Senior Investment Advisor and is for information purposes only. The information has
been drawn from sources believed to be reliable. The information does not provide financial, legal, tax or investment advice. Particular investment, tax, or trading
strategies should be evaluated relative to each individual’s objectives and risk tolerance.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund
investments. Please read the fund facts and prospectus, which contain detailed investment information, before
investing. Mutual funds are not covered by the Canada Deposit Insurance Corporation or by any other government
deposit insurer and are not guaranteed or insured. Their values change frequently. There can be no assurances
that a money market fund will be able to maintain its net asset value per unit at a constant amount or that the full

amount of your investment will be returned to you. Past performance may not be repeated.

Index returns are shown for comparative purposes only. Indexes are unmanaged and their returns do not include any sales charges or fees as such costs would
lower performance. It is not possible to invest directly in an index.

Certain statements in this document may contain forward-looking statements (“FLS”) that are predictive in nature and may include words such as “expects”,
“anticipates”, “intends”, “believes”, “estimates” and similar forward-looking expressions or negative versions thereof. FLS are based on current expectations and
projections about future general economic, political and relevant market factors, such as interest and foreign exchange rates, equity and capital markets, the
general business environment, assuming no changes to tax or other laws or government regulation or catastrophic events. Expectations and projections about
future events are inherently subject to risks and uncertainties, which may be unforeseeable. Such expectations and projections may be incorrect in the future.
FLS are not guarantees of future performance. Actual events could differ materially from those expressed or implied in any FLS. A number of important factors
including those factors set out above can contribute to these digressions. You should avoid placing any reliance on FLS.

TD Wealth Private Investment Advice is a division of TD Waterhouse Canada Inc., a subsidiary of The Toronto-Dominion Bank.

®The TD logo and other TD trademarks are the property of The Toronto-Dominion Bank or its subsidiaries. BC24-211



